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l.. Ye ;are continu to se source in Zurich. Source has been
unable to contac NORAwoh is apparently in the U.S. on one
aof his-many brief tris but will try to fix up the apartment as
soon'as:possible. Our. present system s follovr- On arrival in

- IZu'ri.chg'rd+ce books a hotel room and meets& -for lunch. -After
-tnhis*.E 

3 takes source's reports to the C ~ for: an
hour or-.twots study, then;- joins- sourns at.-tbe hotel. . By knowing
source's room number beforehand, .. _L- can go on up without .alert-
ing"the liot- l staff. Occasionally the. routine is switched; source
omingito l hotel. Hotels. and restaurants are rotated. ;Father

than-take up so.urce's reports meeting by meeting, we will briig you
up o date by subject.

.On :16 .mISRI '-to u ht;
2IGZRI o d source that the Party had instructed him

not 1a p oceed wit the Jpro jected press campaign (MSBA 1838p. arA
Eraph 5) on the 7ESA\c se and that the matter had been dropped '-

r INIts present situation, particularly as it affects IN
C 3 is far. from satisfactory, al though also not yet clear'
C- .~3 saw CIGARINI at the end of May at the former's apartm

7d him he had heard of hi4 hny losses on the Rome exch
CIGARINI 'admitted. C -4 then -said he was willing tol
NI out with some stock market deals - no fortune, :but .at 1
ing - but that as a Jew, it would be an eye for aneedetc
at he wanted to get that profitable CP f inancing -back i '
again, the air having cleared somewhat since he reluctaril

CIGARINI just had time to promise to do what he could, wh
- 2 had visitors and CIGARINI had to go. Since then CIGA

1d C . 7 that while he is -pressing the matter, such th
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o go through Party headquarters in Rome and there has been no
y °°t. CIGARINI's wife has also promised to do what she can.

of course, is not doing anything about the 60,000 lire :
e authorized unless CIGARINI comes through.

e above has to be taken in ntext with other developments.
une, source met one LI in Lugano. COLLI, a spagh }
cturer from tendri'sio in the Tessin, is a friend of CIG'ARINZ...
acquaintance of source, who has met him on a couple of occ

at -CIGARINI's house. Source asked COLLI about business wit
NI and was told that a large sale of spaghetti to the Coope
had fallen through, as CI ARINI seemed about to be purged b
ty. and the negotiations had been stopped. COLLI had inqui

or Party members and had heard that CIGARINI was under inve
for feathering his nest off Party deals and was temporaril
dod as Economic Manager. Source saw"CIGARINI the next day,
about the-.axport permit for the paintings he was selling
1838, .paragraph 43) and could get no indication from CIGARI

ing:was. wrong. On 11. June, as CIGARINI still had not p
the export permits for the art and source's Swiss customer

impatient, source blew up at CIGARINI, told him he 'was f
:.the way he did things, had heard that he was on the outs

anyway andwould have no more truck with him unless he
CIGARINI begged for patience, pleaded that orders had gong
t all. Party business deals must be cleared with Rome, but.
hoped to have limited authority to make certain decisions"
. 5ere again CIGARIN1I gave no indication that he was worr
s Party status and, as source says, if there is. one thing
normally can not do, it is hide his emotions.

ece of evidence: came from - via one of
et~~ons who queried his. father on CIGARINI. The burden o

HIT's reoly was that CIGARINI is no good. At the same time
3 reports. that CIGAI:INI's standard of living continues to
at they are buying a lot of expensive furniture and that b
is wife are extremely well dressed. CIrARINI, however, al

lks poor and his .formerly lucrative divorce practice has be.
ay recently to presumably lros rewR"eng criminal cases in

Party members. Source and : l are doing their best
this riddle, but we are not there yet. On the evidence a

would appear that CIGARINI is indeed in some trouble with
it is certainly clear that he no loncer has 'the independ

y he 'once had., If the above is true, time will tell wheth
alvage any advantages from it. In this connection, it has
een source's belief that no matter what difficulties CIGAR

counter or what temptations might be put in his way, he woi
owingly, betray the Party which had been such a part of h

ong. The above is purely for the record, as we are by no
gh along to discuss CIGARINI in these termns and would ay

ofer that he retain his Party status and authority. -.

'sis last meeting with CIGARINI, source was told the ommuni'
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in the recent Trieste elections, had polled ten per cent more votes
than Party pre-election foreosts estimated.

7_ .ffiM A-w-nlr ts in the Romeo :S : saga were fully outlined in
. S.SA expT ~nad~nt the pro jected shift to. Paris.

S was predicAted on the probable difficulty IESA would continue to have
in Italy and the Party gave orders to cease any attempts to get the
expulsion order revoked (:M/.3A-1838, paragrap 33) hater NESA indica-
ed :that his move was largely dependent or A C' d for that reason

dItddsource if he could obtain an imigration visa for him. Source
- "later told NESA that such visas had to be obtained in the city of do-

mocile (Wilan).and that he could do nothing. NE SA replied that that was
what he was anxious to avoid, as he ras not sure ZANOCTTA would succeed

-' - .in Milan. NESA invited source and his wife to spend a night with him
,and meet some of his Paris pals, but had to postpone it due to the
hatinginow preoccupying the whole country. NESA left for another
brief' trip to Paris on 12 June.

- 8. Re MSBA-i838, paragraphs 35, 36, etc., nothing further has been
heard .of the Bulgarians.

9i) Re WASE-5032, E - and WAS-5_20, we hope something can- be
-developed. out of this, but are still not sure whether NESA and ZANOTTA

._ :willk;et the. necessary permits to make the transfer possible. Pre-
-sumabl. the French, while perhaps willing to play it along if the two
'get to France, are not ready to open the doors and facilitate the
visas. NESA told source that if the transfer goes through, he would
still be seeing a lot of source and would be back and forth all the

- :tine, :but that he had to have a French labor permit to cover his
''financial status there.

1.Re. MSB-W-215 and 3 C -i concerning Claudio |.OLINI, Source '
first met OTTOLINI in 19.6.in Genoa en the. latter was in some contact
with source's cousin, Captain Arthu LIVER of British Port Security..
A casual friendship was ept p an .n 9 7, source and his wife spent
a onth with OTTOLINI at ulinetti, -enoa, at the latter's cottage.
Source continued to see him occasionally for lunch or drinks in Milan
and he has. visited source for weekends in Swit-erland. Following our

j report (MSBA-1838, g 21), source met OTTOLINI on 29 April in
Milan, resulting in C 9. - OTTOLIII asked whether source could .
pass the contents of VSB 29 to the U.. Consul in renoa. Source
replied that Mr. Lester CHEA'R was still a -ood friend, but he under4
stood him to be retired, though living in Genoa. OTTOLINI asked source
to pass the report to SCHNARR when next in Genoa. It was at this time
that OTTOLINI stated he understood the AIS man in Genoa was looking
for the same information, but .he was so well known and the CP keeping
such close. tabs on him that nobody wanted to contact him. Source saidj
truthfully, that he knew nothing about that.

11. On 17 Mlay, source saw OTTOLINI again in "ilan and the latter asked
whether there had been any reactionz to his reports. Source replied
that he had passed them as recuested. but if there,was any reaction it
would certainly not be through.him rwho was. out of the picture entirely.
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OTT1LINI remarked that he would give full details on his sources if
the U.S. were interested, but source merely replied that this could
not concern him and that if the U.C. wanted to contact OTTCLINI, they
would presumably do so directly.

12. OTTOLINI then asked source about the, coming visit of John
Y A'YLER (LaRoche, Lobard, Odier Bank) to Italy and whether there was

any possibility of lining up a job with him in view of his past U.S.
business experience (See Attachment A). Source said he could of
course put OTTOLINI in touch with LAWLSER, but LALER would certainly
want full details on his past career, etc., particularly in view of
his fascist background.. (INOTE: The result of this suggestion is
Attachment A, a curriculum vitae, translated by source, and various
supporting documents. Source believes that while OTTOLINI was in thb
U.S. before. the war, he was probably in the Italian service and sug-
gsts FBI files be checked).

13. On 17. June source saw$T"?CLINI again in Yilan. OTTOLINI said
he had recently seen Genoa contactawho were very well infoxmed on CP

,iWork .among- -the dock workers, but he had not taken .any information as
2ei id not.. now what to do with it. In reply to OTTOLINI's question,
source repeated .that he had heard nothing from the Americans and did
not.expect to. OTTOLINI then said he was in touch with an old friend
-it 'present.very active in what he called the "Fascist underground. in

-Venice.. .This friend had brought him some sealed test tubes of chemi-.
cals'taken from a Jugoslav agent caught by the fascists landin, on the
enice-coast. by night. The agent had also had lists of contacts in

the Veneto region on him.. As a final gambit, OTTOLINI told source he
had aine highly interesting information on the Vilan Questura. Source
evinced normal. curiosity and lamented with OTTOLINI that the U.S. ser-

S.ice.was not more active in these matters. TJe instructed source to
continue the same line and in the event of another CTTOLINI approach,
to suggest he might get places faster if he approached the Genoa or
Milan Consulates personally. Source remarked that OTTOLINI, at heart
alays a fascist, is apparently very active again in the movement which
OTTOLINI claims to be the' only force capable of combatting communism
on its own ground.

l. le .are also very conscious of he d ggcy of source's position
vis-a-vis people like OTTOLINI or 6ENUZZI.'and invariably examine care-
fully source's conduct towards. them. Source himself always asks for
instructions in the event of future meetings and we try to judge the
cases individually rather than give overall directions to cover every
case. We have felt that with people source knows well (OTTOLINI would
fall in this category), source, should be r adyto do them reasonable
favors, but make it. quite clear that he isi o position to go further.
In the.case of SCENARR, the former Genoa Consul, source has been a good
friend. of his since early 19'16 and the fact is probably quite we;l-
known around Genoa. Source's action in coing to SCENARR is quite dif-
ferent from, say, his approachinr;, the Yilan Consulate where, it is also
quite well known, he is not particularly favored. BENTUZ;ZI falls in
another category and he is not a personal friend of source. *Here

source has attempted to keep his relationship on a business basis and
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keep intelligence out of it as far as ncssible. As we are agreed,
one of source's main contributions can be to put the fin;er on
potential sources whom he. can not properly exploit himself, but
whom we can p aps approach from another direction.. ile do not
necessarily p - ENUZZI and OTTOLINI in this categ ory, but the
mechanics are there. It is our feeling that if source makes him-
'self too unapproachable to these people, he might miss out in
picking up a clue or- two which might later prove valuable. Un-
fortunately, those characters most likely to approach source as a
well known former AIS man are intelligence merchants, if they are
not provocateurs, and into the former class we would certainly put
BENUZZI,"if not OTTOLINI. !lle agree that OTTOLINI and BENUZZI might
be Italian provocation attempts, but do not. believe their efforts
to date have solved the riddle of source's status.

:5. '$i'ngs have been stirre up considerably recently by the ar-
riva:. on 10 June; of Patil .'ALI to spend a week or two with source
at Breganzona. GHALI -(SBA-1 ) is head of the Chicago Daily
News' wiestern 3uropean office in Paris and an old acquaintance of
source (See fiSBA-1986, Appendix B). GEALI is taking: six months' rest
after two serious eye operations and will be returning to the U.S.
in September for a lecture tour. One of the main objects of
- WALI's visit was to invite source to .collaborate with him on a
book on prese t..y Ital GHALI's literary a::ent in the U.S.,
a- Mrs. or iss AUND - odid the CIANIO diaries, asked for the

i .1book.' Source and -OHALI set about studying what might be done and
source took.him aroynd INMil aitroducing him to, among other
people, CIGARINI, FRAICE OTTOLINI. CIGARINI gave GEALI

.a two and a half hour -ecture, oz 8 June,o the Party, its aims'
and the god-like personality of .xLIATT l1 very brilliantly
done 'and .with noindiscretions. The only point of interest was
CIGARINI fs partial confirmation of OTTOLINI when he admitted the
new Fascist undergrcand in cities like Milan was becoming a threat.
CIGARINI will take GEALI. and source to a Party meeting of young
converts whom CIGARINI has. the job of whipping into shape for more
active participation in Party work.

6 16. A luncheon was held'with LANiFRATCHI and GRALI entered into
negotiat with the former for the possible obtaining of certain

- cuments in the Dongo treasure. In Appendix B, we are
a ing an English srmary of a memorandum LA P'RANCTIT prepared

for GHALI on th sub ect. ppendiX . we are attaching a similar
surmary on on o EICO om source recalls vaguely as a parti-
san contact of , war.

13. At this point LANFRANCHI told G'ALI abou LLMANN iat the
latter had information of great interest on 'nazi elemen s in South
America, the whereabouts of ?artij OQTLA_? etc. GRALI Was deil,hted
and a luncheon was arranged for 22 .une in Lugano at which the three
will meet with DOLLM !ANN. Thus source ill and presumably' now has
met DCLULN.. owever, as source points out, it was unavoidable and
- ives hi an ideal opportunity to be present as a disinterested spec-
tator at -;hat -i-ht trove an interestinR meetin:-
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19. SHALLI, as - in source's debriefine. is apnarently a
good friend o &- ] whom he mew in C. -ZAfter the trip
to Mtilan,' GHALI said it was a shame sourco was not back in the
American service and if source had no objection, he would raise
the subject with (~ 3 ;her he saw him in 17ashington in September.
Source replied that 'ALI could mention it if he wished. G7ALI
went on to say that from wiat he had heard around the Embassy. in
Paris, source was in pretty bad odor, but why should not source's
CP connections be put to some use.

20. You will, of course, want to talk with L .about his tactics
when he sees GiALI. You may also want to examine a suggestion made
by source which seems to us to have some merit, as well as one 'ig
disadvantage. It was source's idea that GRALI be aproachette o e
-ut on an;-.official stringer basis for coverage of Northern. Italy,
at.present handled from Riome. Jith official journalist cover, so-urce .}
:.'l01iae far better reascn for keeping up with some of his contacts,,
as..weil as making; new ones. However, as source admitted, this could

-- dni::ia ~done by taking GALI pretty much into our confidence, be-
cause GHALI would not make any such move until the official reasons
wezre explained to him.

21. Source gleaned the following additional bits about GHALI:
- Recently GHALI has been 'in trouble with the American service in

mover the Israel-Arab conferences in Lausanne. GHALI obtained
arid-published certain secret documents from the Arabs relating to
Israeli Infringements of the armistice agreement. GHALI, as can
be .seen, has something. of a penchant for out of the way news fea-
thres'DULLES, during the war, recognized GRALI's ability and -also

htie bdanger that he might publish sensitive material and got around
the':problem by taking hit somewhat into his confidence and asking
'rHALhto report to him. Source remarks that one factor always of-
Er a potential control of GHALI--his fear that as an alien he

s . nbight lose his job with the News.

22. E 2'covered the main points in source's recent
p exchange with LANUFRANCHI'over DOLUANN. The more we hear of the'

business the more we believe ODEUMT is behind much of it. At the
recent lunch with GHALI LANFRANCHI o source aside and stated
he .had received a letter fro ~ ILLgi Paris upbraiding him for
urging DOLLMANN to break. with im PARILI). ;PARILLI insis ted that
his AIS contacts were of the very highest, that plans for DOLL1,4ANNT
were under way in Washington and that he (PARILLI) could cause them
a lot of trouble if they did not have the patience to wait until
word comes through. °A.FRANCHI, however, still does not believe a
word of it, although PARILLI' continues to insist he is in the con-
fidence of the U.S.-Gerwan service.

23. After source' - +; with LANr'RANCHI; reported in C..... __ ,
LAN3'RANCHI saw . C on 25 and 27 .ay and told him much of the
story on DOLLMANI which L-T ''XrT A so far omitted to tell source.
Source learned of this from ..] told him he would handle it
from there on and went up to LA1RR _VHI to ask him for the full
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DOLL.TyiN story so that he (source) would knov iust what kind of a
mere ho %- getting into. LANFRANC T responded with the contents
of C- a and source refused to see DCLLhAK'C on the grounds that
it was nothing he wanted to get mixed up with and that he could not
contribute to the solution of the case anyway.

2 .. In the course of his conversation with LAN FRANCEI, source
managed to convince him that he was not working for the U.S. or any

-other service and took LANFRANCHI to task.for spreading rumors about
ii, -particularly regarding TITO and the Ju-oslavs. LAFRANCHI

- quirmed a bit and said if only source would confide in him, he
, ~'ould know what to repeat and what " ; }hhold. Later in the con-

- '." versation LANFRANCHI referred to " -- ~as head of the AIS in Italy. landti.at he .,(LAXFRANlCHI) kiew a lot- about him through one of'i C ' j
Italian 'contacts. "Ad a matter of fact," LA'I??5ANCHI went on, "I

,knowhnow tbat you had nothin -to do with the TITO business and that-
., ~it.iras- al' arranged through -:3 Source got the impression that

- LANFRANCHI was not sure what c d he was talking about and began
to. confuse ,iim by dis cussing 'L.. .father and saying perhaps the

4 thaber of :Comerce.had .done something with TITO, as UT.S.-Jugoslav
- bu"a'ss seemed.to be picking up, but that anyone as well known .as.

[ lf.ther would hard17 be head of any'service. LAiFRANCHI seemed.J
to bitesfor the-:moment, althoigh he will probably realize there are

*'~tiro: ; shortly. Source believes I NFRA1iCHI' s chatter-box ten-
encies. could be s-distinct threat, particularly as he is of the'

.; oinion that LATFRANCHI picas up a great deal of information, anid he
~' .:. ;r6e~dded :to read LANFRANCHI the riot act. The )--den of this was'

al'tiog he(source) had-no- ir1n whether E -~lor anybody die
E~ w s head of theAIS -in Italy, if Cl -~indeed was engaged in any

delicate work 'of.that nature, work which was in the last analysis
;s ,as ouch on:LaUHRANCRI's behalf as the U.S.', LA FRANCHI shou~d aye

ooh :public=spir'itnot to go blathering about it to everyontie.e
t LANPRANCHI seemed somewhat'-impressed,. but plaintively repetd.

: .; . that nobody ever,; told him what was going on to which source replied
;that in view o' LANFRANCHI's reputation it was no wonder.

25. .Sourde is miich. impressed with LANFRP2ICI as a potential source,
: ut.e miade it. cleifr:that. for the moment at least, source could ndt:
exbleix t hiin. We believe :that LANFRANCHI is probably qviite well in'
forme d oi certain matters, though we are in no nosition to estimate
h is PCI contacts. Certainly his remarks on C- .2ere not very im-
S pissive.

26. .A last LANRAiCHI item. LA1NFRANCHI asked source whe he he
would introduce' him to a CP acquaintance of source's, ortct eDROYA~b
Source sta es that P, ROVANDI, whom he knows slightly, is connected

: With young INAUDE omunist son of the Italian .President, in his
CP publishing house inT an, hnerninonaliiT cations or a similar
title. LANFRANCET claims from his own Party sources that ALDROVANDI
is the key figure in the PCI counter-espionage orgranization. ALDRO-
VAUiD, according to LAIOiCI, has the safekeeping of the conies of
the Dongo documents, the originals of which are in los cow. Source
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stal .al'. LAIPRACHIt' request and is trying to get i
4infomtion on ALDROTADI. Do 7ou have traces? As -furthe'r,and e t ° , this contacts LAWFRANCHI offered to- put sao-oe
d in touch withrt ex-5 obairacter. In poa168m h ofQ0 in gold which her iiiiea to 8ell .leal I t ift'can be Mz~?g4 I.~ a i~- ent e earrang. Cnb

'On and the gold :sold to .the ;Banoa d: ±'gOT uld
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